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Executive Summary  

At the international level, the US economy is back on track of robust growth in 2016 Q3, as monthly indicators 

strengthened in September. Dynamics in private consumption are intact, as evidenced by Septemberôs rise in 

consumer confidence to a pre-crisis high and an uptick in retail sales. The industrial sector also regained some 

traction, returning to moderate growth, with the ISM Manufacturing Index rebounding. 

Data for 2016 Q3 show that the Eurozoneôs economic recovery remains shaky. The unemployment rate remained 

steady for the fourth consecutive month in August and the composite PMI (purchasing manager index) edged 

down in September. Meanwhile, industrial production rebounded in August and economic sentiment surged to 

the highest level seen since January in September. The latter evidence reaffirms the health of the Euro Zone 

economy post Brexit thus far.  

Weak global demand, spillovers from the low oil price environment and challenging domestic conditions 

continued to weigh on economic activity in the MENA region though some tentative signs of improvement have 

since emerged for both, oil-exporters and oil-importers.  

In the UAE, based on revised new figures of growth in 2015 and revised projections of the global economy, the 

Central Bank of the UAE has revised its estimate of the Economic Composite Indicator (ECI) for the UAE which 

combines advanced econometric techniques with available economic variables such as CPI (consumer price 

index) inflation, DET (Dubai Economy Tracker) and oil prices, and updated its econometric model to project 

economic growth for both oil and non-oil activities over a period of two years.  

In this context, the growth of GDP in the UAE is expected to slow to 2.2% in 2016 and regain momentum to 2.4% 

in 2017, driven mainly by the continued fiscal consolidation and the slowdown of the main UAE trading partners. 

Non-oil GDP growth is projected to grow by 2.7% in 2016, while oil GDP growth is forecast to increase by 1.2%, 

given the projected increase in oil production. 

The decreasing trend of inflation continued for a fourth consecutive quarter. The average Consumer Price Index 

(CPI) increased by 0.9% in the third quarter of 2016. One of the main reasons for the continued decline in CPI 

inflation is reduction in the inflation rate for the housing, transportation and tradables components of the CPI 

basket. As regards banking activity, Government deposits declined in the 3rd quarter of 2016, but remain above 

the levels observed at the end of 2015. However, monetary aggregates increased mainly due to the increase in 

private sector and GREs deposits. Banks continued to increase credit at a rate that supports growth in the non-oil 

activities. The Financial Soundness Indicators (FSIs) continue to show that the UAE banking system is sound and 

enjoys strong pillars for continued stability. 

The Central Bank balance sheet exhibited a decrease in 2016 Q3, triggered by reduction of liabilities, particularly 

a return to ñnormalò for Currency Issued and a fall in Derivative Liabilities. Meanwhile, assetôs allocations aim 

to strike a better balance between return and liquidity. Banksô liquidity position at the central bank bode well for 

strong and efficient intermediation function going forward. 

 

 

 

 

 

http://www.focus-economics.com/countries/eurozone/news/industry/industrial-production-rebounds-in-august
http://www.focus-economics.com/commodities/energy
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Chapter1. International Economic Developments 

__________________________________________________ 
 

In the US, the economy is back on track of robust growth in 2016 Q3, as monthly indicators strengthened in 

September. Dynamics in private consumption are intact, as evidenced by the Septemberôs rise in consumer 

confidence to a pre-crisis high and an uptick in retail sales. Data for 2016 Q3 show that the Eurozoneôs economic 

recovery remains shaky. The unemployment rate remained steady for the fourth consecutive month in August and 

the composite PMI edged down in September. The Chinese economy kept up its momentum as increased 

government spending and a property boom have mitigated the adverse effects of stubbornly weak exports. 

__________________________________________________ 
 

For the third quarter of 2016, the GDP figures releases 

for the US, UK and China showed that the collective 

economies performed well, while Eurozoneôs GDP 

numbers show that recovery is still shaky in the 19-

nations area. 

GDP in the US increased at an annual rate of 2.9% in 

2016 Q3 compared to the 1.4% for the second quarter 

of 2016. The increase in real GDP in the third quarter 

reflected positive contributions from personal 

consumption expenditures (PCE), exports, private 

inventory investment, federal government spending, 

and nonresidential fixed investment that were partly 

offset by negative contributions from residential fixed 

investment and state and local government spending. 

Imports, which are a subtraction in the calculation of 

GDP, increased benefiting from further dollar 

appreciation.  

In the Eurozone the 2016 Q3 growth was of 1.6% 

annualized, same as in Q2, suggesting that the recovery 

in the 19-nation single currency area is gaining 

momentum amid fears about the fallout of Brexit and 

implications on the stability of the banking system. The 

slowdown remains evident as compared to the last three 

months of 2015, when the economy in the Eurozone 

grew by an average of 2% on a Y-o-Y basis. While the 

pace of expansion met forecasts, growth in the 

Eurozone remains relatively low and the expectations 

are that the latest figures are unlikely to prompt a 

radical change of policy by the European Central Bank 

(ECB).  

The UKôs GDP growth was 2.3% higher in 2016 Q3 

compared with the same quarter a year ago. This is the 

first release of GDP covering a full quarter of data 

following the EU referendum. The pattern of growth 

continues to show resilience following the UK 

referendum on EU membership, with a strong 

performance in the services industries offsetting falls in 

other industrial groups. 

The Chinese economy was able to keep up its 

momentum in 2016 Q3, growing at 7.4% Y-o-Y 

annualized as increased government spending and a 

property boom offset stubbornly weak exports. While 

fears of a hard landing have eased this year, recent data 

also have highlighted growing imbalances in the 

world's second-largest economy, with growth 

increasingly dependent on government spending and 

ballooning debt as private investment tumbles to record 

lows. The high-flying property market is also 

beginning to show signs of overheating. 

Figure 1.1. GDP growth for selected economies 

 
Source: Bloomberg 

Economic activity in the developed world as measured 

by the Purchasing Management Index (PMI) shows 

that in the US, Japan, the UK and France it has seen an 

improvement in 2016 Q3, while in the other 

countries/regions shown in Figure 1.2 it has 

experienced a deterioration compared to quarter two 

2016.  

Figure 1.2. PMI levels 

 
        Source: Bloomberg 
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The US saw a marginal improvement in their PMI 

levels from 51.3 to 51.5, while the UK PMI improved 

from 52.1 to 55.4. In contrast, Eurozoneôs PMI level 

was at 52.8 at the end of 2016 Q2 and ended the third 

quarter of 2016 at 52.6, which is still above the 50 

mark, hence still expanding. On the other hand, the 

French PMI notched up from 48.3 at end of the 2016 

Q2 to 49.7 at the end of quarter three 2016 and even 

though is growing Q-o-Q, it remains below the 50 

mark. A PMI reading above 50 indicates expansion and 

below 50 a contraction.  

Figure 1.3. Annual percentage change of equity 

indices (local) in developed economies 

 
        Source: Bloomberg 

 

All developed equity markets in the analysis, 

experienced positive annual returns during the third 

quarter of 2016, with the highest return being for the 

German DAX, which grew by 8.6%.  

Figure 1.4. Annual stock market index percent 

changes in BRIC countries (local) 

 
Source: Bloomberg 

 

Similarly, equity markets all have had a positive return 

on an annual basis for the BRIC, with Brazil being the 

top performer with 13.3%, in the third quarter of 2016.  

 

 

 

 

 

 

 

 

Figure 1.5. Selected commodity price levels annual 

changes  

 
Source: Bloomberg 

 

The third quarter of 2016 saw an improvement of some 

selected commodity prices, Y-o-Y, with exception of 

oil (Brent), which declined by 8.5%, significantly less 

compared to previous quarters. On an annual basis, the 

natural gas, gold and silver managed to post 

improvements in the third quarter of 3.1%, 18.6% and 

31.2% respectively.  

 

Figure 1.6. 10-year government bond yields (%) 

 
Source: Bloomberg 

Markets recovered from the initial shock of the late-

June UKôs referendum vote to leave the EU, as lower 

bond yields, expectations of additional monetary 

accommodation, and somewhat improved global 

economic data soothed investor concerns. While global 

liquidity remained ample, monetary policy rates 

remained relatively unchanged during the quarter. 

Bond yields rose modestly for the major developed 

markets, with exception of the UK 10 year government 

yield, mainly due to the Brexit vote and the Bank of 

England decision to decrease the policy rate by 25bps, 

which declined from 0.95% at the end of June 2016 to 

0.79% at the end of the third quarter of 2016.   
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The charts below on consumer prices continue to show 

the marked difference between the developed and the 

developing world. Whereas the developed world is 

struggling with near zero inflation rates, with exception 

to the US, the developing world experienced higher 

inflation rates with the exception of China. In Brazil, 

the continued depreciation of its currency and political 

instability in the third quarter of 2016 were the driving 

forces of high inflation.  

 

 

 

 

Figure 1.7. Year-on-Year consumer price change 

in the developed economies  

 
Source: Bloomberg 

 

Figure 1.8 Year-on-Year consumer price change in 

emerging economies 

 
Source: Bloomberg 

In terms of monetary policy, the US Federal Reserve 

once again postponed the rate hike till December 2016. 

In contrast, the Bank of England took a decision to cut 

its policy rate by 25bps in order to stimulate the 

economy further accelerating the rate of Sterlingôs 

depreciation post Brexit. The third quarter was also 

marked by the Bank of Japanôs decision to marginally 

increase the overnight call rate from -0.064% at the end 

of 2016 Q2 to -0.06% in September 2016, perhaps in 

an effort to reduce the adverse effects of continued 

negative interest rates on the banking sector.  

 

 

 

Figure 1.9. Policy rates of developed countries 

 
Source: Bloomberg 

 

Middle East and North Africa (MENA) oil exporters 

continue to face an exceptionally challenging 

environment as low oil prices and conflicts continue to 

weigh adversely on economic activity, fiscal and 

external balances, and the financial sector. Many 

countries have made progress in fiscal consolidation, 

yet sustained efforts will be required over the medium 

term to place public finances on a sound footing. Plans 

to diversify economies away from oil and create jobs 

for the fast growing population are underway in many 

countries.  

For the MENA oil importers, macroeconomic 

stabilization is advancing on the heels of recent energy 

subsidy reforms and continued low oil prices, which 

presented some relief for deteriorating public finances 

and external balances. Yet, growth remains weak and 

fragile amid ongoing regional conflicts, lingering 

structural impediments, and subdued external demand. 

Over the medium term, growth is set to remain too low 

to address persistently high unemployment and 

threaten efforts to foster economic inclusiveness. 
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Chapter 2: Domestic Economic Developments 

____________________________________________________ 
 

The growth of GDP in the UAE is expected to slow to 2.2% in 2016 and regain momentum to 2.4% in 2017, driven mainly 

by the continued fiscal consolidation and the slowdown of the main UAE trading partners. Non-oil GDP growth is 

projected to grow by 2.7% in 2016, while oil GDP growth is forecast to increase by 1.2%, given the projected increase in 

oil production. The decreasing trend of inflation continued for a fourth consecutive quarter. The average Consumer Price 

Index (CPI) increased by 0.9% in the third quarter of 2016. One of the main reasons for the continued decline in CPI 

inflation is reduction in the indexes for housing, transportation and tradables components of the CPI basket. The UAE 

improved significantly its ranking to 26th worldwide in Doing Business Report 2017, and to 41st worldwide in the Global 

Innovation Index, while the country ranked 17th in the Global Competitiveness Index, which is testament to the reforms 

undertaken and their positive impacts on the countryôs international standing and competitiveness. 

___________________________________________________ 

2.1 Economic Activity and Growth 

After a significant improvement of the Brent oil price 

in the second quarter of 2016 (increased on average by 

33.7% on a quarter-on-quarter basis), oil prices 

declined slightly to reach an average price of 45.8$ in 

the third quarter of 2016, falling on average by 0.3% 

compared to the previous quarter (see Figure 2.1.a).  

Although oil prices declined by 8.5% compared to the 

third quarter of 2015, the recent developments 

reflected a stabilization of oil prices around an average 

level of 45.9$ during the last two quarters, reducing 

the amount of uncertainty and improving the market 

sentiment. The improvement of the Purchasing 

Managersô Index (PMI) and The Dubai Economic 

Tracker (DET) respectively showed the impact of 

these positive spillovers on the non-oil private sector 

(see Figure 2.1.b). While standing above the neutral 

level (the 50-threshold), the average PMI and average 

DET increased by 2.4% and 3%, respectively, moving 

from 53.4 to 54.7 for the PMI and from 53.9 to 55.6 

for the DET, displaying a faster rate of expansion of 

the non-oil private sector in the UAE during the third 

quarter of 2016, compared to the second quarter. 

The PMI followed a declining trend during the third 

quarter of 2016. It dropped in September to reach 54.1 

after better readings in July (55.3) and August (54.7). 

The reason behind these developments was a sharp 

deceleration in new order growth (accounts for 30% of 

the PMI), which recorded its weakest result in over six 

years. On the contrary, the rate of growth in output 

(accounts for 25% of the PMI) and employment 

(accounts for 20% of the PMI) was broadly similar to 

that in August. Input costs dropped for the first time in 

a year and a half, and output charges also fell. A deeper 

analysis of the PMIôs survey results concluded that the 

sharp slowdown in new order growth last month 

appears to be to the result of weaker demand from 

external markets rather than soft domestic demand. 

Figure 2.1.a. Oil Prices Development, Brent Price 

Source: IMF 
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Figure 2.1.b Purchasing Managersô Index (PMI) 

and Dubai Economic Tracker (DET) 

 
Source: Markit & Emirates NBD 

 

 

 

On the other hand, the average DET expanded 

significantly due to the continuous increase of output 

and new orders during the third quarter, although it 

followed a decreasing path; reaching 55.1 in 

September against 55.7 in August and 55.9 in July.  

 

The strong expansion of the non-oil sector translated 

to an improvement in the Overall Economic 

Composite Indicator (ECI)1 for the third quarter of 

2016 as well as an expanding non-oil Economic 

Composite Indicator (see Figures 2.1.c and 2.1.d). The 

new reading of the ECI showed a growth rate of the 

non-oil economic sector by 3% against a 2.5% 

estimated growth rate during the previous quarter. 

However, the overall ECI indicated an expansion of 

the overall economy by 2.3% against an estimated 

growth rate of 2.5% in the previous quarter. The 

positive impact of the preliminary oil OPEC deal to 

limit production in September has been overshadowed 

by doubts about its implementation. Similarly, signs 

that global monetary conditions will remain 

accommodative for the foreseeable future, combined 

with more stable oil prices, were offset by harsh fiscal 

consolidation processes amidst looming concerns of 

rising debt levels. 

 

These developments warranted a revision of 

CBUAEôs projections for GDP growth in 2016. The 

Real Non-Oil GDP is expected to grow by 2.7%, the 

same projection as before. However, the Real Oil GDP 

                                                           
1 Please see Box 1 

is expected to expand by 1.2% lower than the 1.4%, 

previously forecast. This revision is due mainly to high 

likelihood of an OPEC agreement about a production 

freeze in 2016.  Accordingly, The Real GDP growth 

for 2016 is revised downward to 2.2% (see Table 2.1). 

 

Figure 2.1.c Non-Oil Quarterly Economic 

Composite Indicator (Non-Oil ECI)  

 
Source: CBUAE 

 

Figure 2.1.d Overall Quarterly Economic 

Composite Indicator (ECI) 

 
Source: CBUAE 

 

The UAE improved significantly its ranking to 26th 

out of a total of 190 countries in Doing Business 

Report 2017, published by the World Bank, up from 

34th in the previous year, thereby becoming one of the 

top 10 most improved business environments in the 

world, over the past year. The major improvement 

took place in the field of protection of minority 

investors, with the UAEôs ranking in this regard 

jumping from 48th in 2016 to 9th, as a result of the 

new corporate governance rules published by the 

Exchange Securities and Commodities Authorities 

(ESCA) which came into force in May. Moreover, the 

UAE improved its position in the Global Innovation 
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Index, published by the World Intellectual Property 

Organization, from 47th to 41st worldwide in the 

report published in August 2016, out of a total of 128 

countries. The improvement was mainly attributed to 

strengthened institutions and market sophistication, as 

well as development in information technology, 

communications and infrastructure. 

The Global Competitiveness Index, published by the 

World Economic Forum, ranked the UAE 17th out of 

140 countries in its 2015/2016 Report, with the 

following worldwide ranking: Institutions (30), 

Infrastructure (31), Macroeconomic Environment 

(26), Health and Primary Education (13), Higher 

Education & training (7), Goods Market Efficiency 

(40), Labor Market Efficiency (36), Financial Market 

Development (47), Technological Readiness (39), 

Market Size (17), Business Sophistication (24), and 

Innovation (57).  

 

Table 2.1 Economic Growth in the UAE (%) 

 

  2013 2014 2015 
2016 

(P) 

2017 

(P) 

Real GDP  4.7 3.1 3.8 2.2 2.4 

  Real Oil GDP 2.9 0.8 5.0 1.2 1.5 

  Real Non-Oil GDP 5.6 4.1 3.2 2.7 2.8 

Source: Federal Competitiveness and Statistics Authority (FCSA) for 2013, 

2014 and 2015, and Central Bank projections for 2016-2017. 

Note: For more details concerning the Central Bank projections, see ñBox: 

GDP forecasting model of the Central Bank of the UAEò in the Quarterly 

Economic Report for Q4 2015 in the CBUAE website.  
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Box 1: Economic Composite Indicator (ECI) for the UAE:  

An updated Methodology for  a long horizon 

 
Given the proven importance of the Economic Composite 

Indicator2 (ECI) to track closely the economic activity of the UAE 

on a quarterly basis, the Research and Statistics Department of 

the CBUAE has updated its methodology and extended its 

horizon to span the most recent economic history of the UAE. 
 

Updated Methodology 

In order to improve the quality of the ECI, the revised index 

integrates a new variable as a proxy for tourism activity in the 

dataset that covers a wide range of domestic and international 

indicators, such as growth of the global economy, sectorial 

activity, financial markets, the money market, and price trends. 

The new proxy measures the UAE airport passenger traffic, 

which could relatively track the performance of the tourism 

sector as well as logistic activity.  
 

Further, we extended the horizon of all the selected variables 

to capture domestic and global conditions from the first 

quarter of 2006 to date, in order to have a clear picture about 

the UAE economic fluctuations before and during the crisis. 

Finally, we applied the Principal Component Analysis (PCA) on 

the extended data set, to extract the first component which 

reflects the UAE economic activity on a quarterly basis. 

Figure 1. Quarterly Economic Composite Indicator (Y-o-Y 
change, %) 

 
Source: CBUAE 

Updated ECI advantages 

This index has proven to be a useful tool for the policymakers 

since it offers a timely clear picture about the current economic 

situation in the UAE in the absence of official data for quarterly 

GDP. The updated ECI has three important advantages: first, it 

captures economic fluctuations for the UAE from 2006 to date, 

on a quarterly basis, which allows us to better understand the 

trends and cyclicality of the UAE economy. Secondly, it takes 

into account all important policy issues by synthesizing a large 

number of economic variables, both at the national and 

                                                           
2 For more details concerning the Construction of the Economic 

/ƻƳǇƻǎƛǘŜ LƴŘƛŎŀǘƻǊΣ ǎŜŜ ά.ƻȄ нΥ 9ŎƻƴƻƳƛŎ /ƻƳǇƻǎƛǘŜ LƴŘƛŎŀǘƻǊ 

ό9/Lύ ŦƻǊ ǘƘŜ ¦!9έ ƛƴ ǘƘŜ vǳŀǊǘŜǊƭȅ wŜǇƻǊǘ ŦƻǊ vо нлмр on the 

CBUAE website. 

international levels. Finally, it is a useful tool to give an early 

indication of turning points and assist near term projections of 

the annual growth figures in the UAE. 
 

Estimates analysis and results comparison 

On a quarterly basis, the non-oil ECI is highly correlated with 

ǘƘŜ tǳǊŎƘŀǎƛƴƎ aŀƴŀƎŜǊǎΩ LƴŘŜȄ3 (PMI) and both indicate the 

same turning points of the non-hydrocarbon activity. 

 

Figure 2. The non-Oil ECI (Y-o-Y change, %) and the PMI (%) 

 
Source: CBUAE 
 

Moreover, the annual ǳǇŘŀǘŜŘ 9/L ǊŜŦƭŜŎǘǎ ǘƘŜ ŜŎƻƴƻƳȅΩǎ 

historical performance and changes since 2006. There is a high 

correlation between the constructed ECI and the historical GDP 

growth of the UAE. The evidence reaffirms the quality of the 

index and solidifies the robustness of the methodology 

followed in its construction as this indicator synthesizes a large 

number of information that best represents economic activity 

in the UAE. 

Figure 3. Annual Economic Composite Indicator (Y-o-Y 
change, %) 

 
Source: CBUAE 

In the absence of published official data of quarterly GDP in the 

UAE, the ECI has proven to be a valuable tool for policymakers 

who are constantly looking for timely information about 

ŎȅŎƭƛŎŀƭ ŘŜǾŜƭƻǇƳŜƴǘǎ ƻŦ ǘƘŜ ¦!9Ωǎ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅ ǘƻ ƛƴŦƻǊƳ 

timely policy decisions and contingency plans.  

3 ¢ƘŜ tǳǊŎƘŀǎƛƴƎ aŀƴŀƎŜǊǎΩ LƴŘŜȄ όtaLύ ƳŜŀǎǳǊŜǎ ǘƘŜ 
ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ¦!9Ωǎ ŎƻƳǇŀƴƛŜǎ ƛƴ ƴƻƴ-oil private sector and is 
derived from a survey of 400 companies, including manufacturing, 
services, construction and retail. 
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2.2 Consumer Price Index and Inflation 

Lower inflation continues for the third quarter of 2016. 

The average Consumer Price Index (CPI) inflation for 

the UAE has decreased for the fourth consecutive 

quarter, a steady downward path since the fourth 

quarter of 2015. The average CPI increased by 0.9%  

during the third quarter of 2016 on a year-on-year 

basis against an increase of 1.7% and 2.1% in the 

second and the first quarters, respectively (see Table 

2.2). The end-of-period CPI grew only by 0.6%.  

Accounting for 66% of a standard consumption basket 

in the UAE, non-tradables constitute the principal 

driver of price inflation (see Figures 2.2.a and 2.2.b). 

The average price inflation of non-tradables has been 

following a decreasing trend, reaching 1.3% in the 

third quarter of 2016 against 2% in the previous 

quarter. The housing costs4, covering rents and utilities 

which account for 39% of the consumption basket, 

grew by 2.7% after an increase of 3.3% previously. 

The diminishing demand for housing as well as the 

increasing supply of ongoing development projects are 

weighing negatively on rents.  According to some real 

estate specialized sources, the residential investment 

yields in Dubai have compressed slightly in the third 

quarter of 2016, as median asking rents were 8% lower 

than the same period of 2015 and 7.1% lower than the 

previous quarter.  

The price of tradables decreased by 0.8% for the third 

quarter of 2016 on a year-on-year basis. These 

developments can be explained by the Dirhamôs 

appreciation during the same period (see section 3). In 

fact, the Dirham appreciated against all its main import 

partners, except for the Japanese Yen and the South 

Korean Won. Cheaper imports fueled into low 

domestic prices for tradables.  

The cost of transportation has constituted another 

source of price fluctuation in the UAE since the full 

removal of energy-subsidies in the third quarter of 

2015. Transportation prices are aligned to 

international oil prices, leading to more volatility of 

the CPI inflation since transportation costs account for 

10% of the consumption basket. Transportation costs 

declined by 6% during the third quarter against a 

decline of 2.7% in the previous quarter, contributing 

to lower average inflation. 

                                                           
4 Please see Box 2 

On the other hand, the price of Textiles, Clothing and 

Footwear category which accounts for 8% of the total 

consumption basket, continued its increasing trend to 

reach a price inflation of 4.4% in the third quarter of 

2016 after 3.6% and 1.8% in the second and first 

quarters, respectively.  Similarly, the prices of 

Education and Restaurants and Hotel categories 

increased by 2.7% and 0.6%, respectively in the third 

quarter.  
 

Table 2.2 UAE CPI Inflation (%)  

 

 

Source: Federal Competitiveness and Statistics Authority (FCSA). 

Note: All the changes are computed on a Y-o-Y basis and based on the 

quarterly average CPI, unless otherwise indicated.  

*:  The inflation rate is computed based on the available CPI data until August 

2016. Quarterly inflation rates will be updated whenever the CPI data for 

September become available. 
 
 

Figure 2.2.a. Tradables and Non-Tradables Inflation 

(%)  

 
Source: Federal Competitiveness and Statistics Authority (FCSA). 

 

 
Weight 

% 

2015 2016 

Q1 Q2 Q3 Q4 Q1 Q2 Q3* 

Total CPI 

Inflation  
100 3.7 4.3 4.6 3.6 2.1 1.7 0.9 

Total CPI 

Inflation (end-

of-period) 

100 4.3 4.2 4.3 3.6 1.4 1.8 0.6 

CPI Inflation 

of Tradable 
34 1.1 0.8 1.4 0.6 0.4 0.9 0.1 

CPI Inflation 

of Non-

tradable 

66 5.1 6.2 6.3 5.2 2.9 2.0 1.3 

Housing CPI 

inflation  
39 7.7 9.6 9.4 8.3 5.1 3.3 2.7 

Transportatio

n CPI inflation  
10 1.5 1.0 5.6 -0.2 -6.7 -2.7 -6.0 
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Figure 2.2.b Contribution of different sub-

components to the Total CPI Inflation (%)

 
Source: Federal Competitiveness and Statistics Authority (FCSA).  
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Box 2: Recent Developments in the Real Estate 

Real Estate, in Abu Dubai and Dubai, has witnessed 

different patterns of change in property prices. In the 

third quarter of 2016, the change in property prices in 

Abu Dhabi is still positive as opposed to Dubai (0.1% 

y-o-y against -2.1% respectively). Moreover, the 

rental yield in both emirates has contracted during 

2016 due to the more pronounced fall in rents, but 

remains attractive for investors (7.15% for Abu Dhabi 

and 7.34% for Dubai).  

Dubai residential Market 

In Q3 2016, the property prices as measured by 

REIDIN Price Index5, for the residential segment in 

Dubai (comprised of both Apartments and Villas), 

which measures the average sample price in dirham 

per square meter, has decreased by 2.1% y-o-y, but 

performing better than the previous quarter (see 

figure 1). In fact, the trend observed during 2016 

shows a slight recovery in the residential market in 

Dubai. 

Figure 1: Dubai Residential Sale Prices 

 
Source: REIDIN 

 

Since the beginning of the downward cycle in mid-

2014, the fall in prices has outpaced the fall in rents 

in Dubai (see figure 2). Indeed, the rent prices 

declined by an annual rate of 4% in the third quarter, 

following -3.8% in the second quarter. 

 
 

                                                           
5 REIDIN Residential Sales Price Index series are calculated on a monthly 

basis and cover 21 areas and 6 districts in Dubai, for Abu Dhabi, the indices 
cover 7 areas and 5 districts. 

Figure 2: Dubai Residential Rent Prices 

 
Source: REIDIN, Central Bank of the UAE  

 

The more pronounced fall in prices relative to rents 

has  led to an increase in rental yield from a low of 

6.79% in second quarter of 2014 (the beginning of the 

price correction) to a high of 7.63% in the fourth 

quarter of 2015 (See Figure 3). However, during 2016, 

relatively stable prices combined with further decline 

in rents have led the rental yield to contract reaching 

7.34% in the third quarter of 2016. The pattern 

observed in rental yield is typical of the real estate 

market and is due to two main reasons. First, rent 

adjustments tend to lag price adjustments, leading 

rental yield to increase at the initial phase of the 

correction driven by lower prices, and then to 

decrease when prices start stabilizing. Second, real 

estate prices tend to be more speculative and 

sentiment driven. 

 
Figure 3: Dubai rental yield (%) 

 
Source: REIDIN, Central Bank of the UAE  
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Abu Dhabi residential Market 

For Abu Dhabi, the recent data for the property price 

for the residential segment as a whole, showed a 

marginal increase of 0.1% y-o-y in the third quarter, 

following 1.25% in the previous quarter (See 

Figure  4). 

Figure 4: Abu Dhabi Residential Prices 

 
Source: REIDIN 
 

Concerning the rental market in Abu Dhabi, rent 

values declined by an annual rate of 1.25% in the third 

quarter, after a reduction of 1% in the previous 

quarter, reflecting the decline of rent prices during 

this period (See Figure  5). 

 
 
 
 
 

 
 
Figure 5: Abu Dhabi Residential Rent Prices 

 
Source: REIDIN 

As for the rental yield, Abu Dhabi registered a yield of 

7.15% for the third quarter of 2016, down from 7.25% 

in the previous quarter (See Figure 6), reflecting a 

faster pace of decline in rent relative to a relatively 

more resilient property values. 

Figure 6: Abu Dhabi rental yield (%) 

 
Source: REIDIN 
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2.3 Exchange Rate and Foreign Trade 

Balance 

 

The Dirham reverted back to its appreciation trend in 

the third quarter of 2016 following a brief depreciation 

during the second quarter. It appreciated against the 

majority of the currencies for the main trade partners.  

 

From the import side, the weighted Dirhamôs 

appreciation against its top-nine non-dollarized import 

partners was 0.32% in the third quarter of 2016 (see 

Table 2.3.a). The highest appreciation was against the 

Great Britain Pound, where the Dirham gained around 

9% due to the continued depreciation of the GB Pound 

after the Brexit. The UK is contributing around 3.4% 

to the total imports to the UAE. The Dirham gained 

also 2% and 1.2% against the Chinese Yuan and the 

Euro respectively. Imports coming from China, 

Germany, Italy and France account for more than 24% 

of total imports. Exceptionally, the Dirham lost around 

5.2% and 3.7% against the Japanese Yen and the South 

Korean Won, respectively. On a year-on-year basis, 

the Dirham followed the same trend and appreciated 

by 0.56% in the third quarter, driven by important 

gains against the GB Pound (18%), Chinese Yuan 

(5.8%) and Indian Rupee (3%) which collectively 

account for 25.5% of total imports. 

On the export side, the Dirham has appreciated against 

its top-nine non-dollarized export partners by 0.22% 

compared to the previous quarter and by 0.62% on a 

year-on-year basis (see Table 2.3.b). The Dirham 

gained around 2.3% and 2% against the Turkish Lira 

and the Chinese Yuan, where Turkey and China are 

importing together a share that accounts for 7.5% of 

the UAEôs total non-oil exports. The only exception 

was a loss against the Singaporean Dollar where the 

Dirham depreciated by 0.4%.  

 

The rebound of the Dirham against the currencies of 

major UAE trading partners is confirmed by 

developments in the Real and Nominal Effective 

Exchange Rates in the third quarter of 2016 (see 

Figure 2.3.a). The quarterly average REER has 

increased by 0.6%, to which the NEER contributed by 

a quarterly average increase of 0.58%. The 

contribution of the relative price change to the REER 

appreciation is minor because of the continued decline 

in inflation in the UAE during the third quarter of 

2016. 

 

 

Table 2.3.a Dirham appreciation against 

currencies of top non-dollarized import partners  

Currency 

Share of 

UAE 

imports (%)  

2015 

% Change of 

Currencies 

per Dirham 

2016Q1-

2015Q4 

% Change of 

Currencies 

per Dirham 

(Q2-Q1) 

2016 

% Change of 

Currencies 

per Dirham 

(Q3-Q2) 

2016 

% Change of 

Currencies 

per Dirham 

2016Q3-

2015Q3 

Chinese 
Yuan 

12.40 2.30 -0.09 2.02 5.75 

Indian Rupee 9.70 2.38 -0.85 0.05 3.01 

Germany 
(EUR) 

6.48 -0.79 -2.28 1.16 -0.35 

Japanese Yen 5.65 -5.12 -6.29 -5.19 -16.20 

UK Pound 3.35 5.85 -0.09 9.21 17.95 

Italy (EUR) 2.99 -0.79 -2.28 1.16 -0.35 

South Korean 

Won 
2.87 3.65 -3.07 -3.69 -4.27 

France 

(EUR) 
2.53 -0.79 -2.28 1.16 -0.35 

Swiss Franc 2.53 0.27 -2.25 0.47 1.16 

Total 48.50     

Weighted 

Appreciation 
 0.44 -0.87 0.32 0.56 

Source: Data on Imports shares (weights) are provided by the Federal 

Competitiveness and Statistics Authority (FCSA) for 2015.Data for the 

exchange rate are the quarterly average observations, recorded and displayed 

by Bloomberg. 

 

  Table.2.3.b Dirham appreciation against 

currencies of top non-dollarized partners for non-

oil Exports  

Currency 

Share of 

UAE 

Exports (%) 

2015 

% Change of 

Currencies 

per Dirham 

2016Q1-

2015Q4 

% Change of 

Currencies 

per Dirham 

(Q2-Q1) 

2016 

% Change of 

Currencies 

per Dirham 

(Q3-Q2) 

2016 

% Change of 

Currencies 

per Dirham 

2016Q3-

2015Q3 

Indian Rupee 12.47 2.38 -0.85 0.05 3.01 

Swiss Franc 5.64 0.27 -2.25 0.47 1.16 

Iraqi Dinar  5.61 -0.49 0.12 0.16 -0.87 

Turkish Lira 5.16 1.12 -1.41 2.32 3.88 

Singapore 

Dollar 
4.26 -0.40 -3.12 -0.41 -2.77 

Kuwaiti 
Dinar 

4.01 -0.51 -0.04 0.05 -0.25 

Chinese 

Yuan 
2.34 2.30 -0.09 2.02 5.75 

Netherlands 

(EUR) 
1.84 -0.79 -2.28 1.16 -0.35 

Pakistan   1.78 -0.16 -0.12 0.01 1.70 

Total 43.11     

Weighted 

Appreciation 
 0.34 -0.48 0.22 0.62 

Source: Data on Exports shares (weights) are provided by the Federal 

Competitiveness and Statistics Authority (FCSA) for 2015. Data for the 

exchange  
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Figure 2.3.a Nominal and Real Effective Exchange 

rates Developments 

 

 

 

 

 

 
Source: Bank of International Settlement (BIS) 
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Box 3: ²ƻǊƪŜǊǎΩ wŜƳƛǘǘŀƴŎŜǎ

¢ƘŜ ǇŀȅƳŜƴǘǎ όƻǳǘŦƭƻǿǎύ ƻŦ ǿƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ6 show an 
increasing trend for the period 2010-2016 as depictured in 
the Figure 1.  
 

Figure 1. Evolution of Private Transfers (in billions of 
Dirhams) 

 
* Provisional data, ** Estimation 
Source: CBUAE 

 
In the third quarter of 2016 the Banking Supervision 
Department of the Central Bank (BSD) indicated that 76% 
of the financial transfers are conducted through the 
exchange houses and 13% through the banks (figure 2.a).  
 
According to the market participantsΩ ŜǎǘƛƳŀǘŜǎΣ ǘƘŜ ƳŀƧƻǊ 
companies in the field of exchange houses that possess the 
largest market share account for around 93% of the market 
ŦƻǊ ǿƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ ƻǳǘŦƭƻǿ ŦǊƻƳ ǘƘŜ ¦!9 ǘƘǊƻǳƎƘ 
exchange houses (figure 2.b). 
 

Figure 2. Share of settlement oŦ ǘƻǘŀƭ ǿƻǊƪŜǊǎΩ 
remittances and shares of major exchange companies 
(2016 Q3) 

 
 
 

                                                           
6 The private transfers in the balance of payments include personal 
transfŜǊǎ όǿƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎύ ŀƴŘ ƻǘƘŜǊ ŎǳǊǊŜƴǘ ǘǊŀƴǎŦŜǊǎ. Other 
current transfers include, for example, current taxes on income, 

The combined data reported from the exchange houses and 
the banks to BSD recorded AED 37.9 billion outflows in the 
third quarter of 2016 and 13.9% or AED 6.1 million decrease 
compared to the second quarter of 2016 (AED 44.1 billion) 
(figure 3). 
 
¢ƘŜ ƻǳǘŦƭƻǿǎ ƻŦ ǘƘŜ ǿƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ ǘƘŀǘ ǿŜǊŜ ǎŜǘǘƭŜŘ 
through the exchange houses only recorded AED 28.9 
billion in the third quarter of 2016 (10.1% or AED 3.3 billion 
decrease compared to 2016 Q2). Similar trend emerges 
from the data collected directly from selected individual 
exchange houses. 
 
The decreasing trend in the third quarter of 2016 of the 
total net outflows of private transfers could be attributed 
to the slower rate of appreciation of the nominal effective 
exchange rate of the dirham by 1.1% on average (the 
average index for the third quarter of 2016 117) compared 
to the third quarter of 2015 encouraging less outflows. 
 

CƛƎǳǊŜ оΦ 9Ǿƻƭǳǘƛƻƴ ƻŦ ²ƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ ǎŜǘǘƭed 
through Banks and Exchange houses in the UAE 2015 
Q1 ς 2016 Q3 

 
Source: CBUAE, Banking Supervision Department 

 
¢ƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ŎƻǳƴǘǊȅ ƻŦ ŘŜǎǘƛƴŀǘƛƻƴ ŦƻǊ ǿƻǊƪŜǊǎΩ 
remittances during the third quarter of 2016 was India that 
accounted for осΦр҈ ƻŦ ǘƘŜ ƻǳǘŦƭƻǿǎ ƻŦ ǿƻǊƪŜǊǎΩ 
remittances in accordance with the significant share of 
expats from India in the UAE (figure 4). According to 

wealth etc., social contributions, benefits and current 
international cooperation. Information on other transfers is not 
currently available. 
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available population statistics, dated October 2008 from 
the Federal Competitiveness and Statistics Authority, 82.7% 
of the employees in the UAE belong to Asian Non-Arab 
Countries which include India.  
 
The next five most important countries in the share of expat 
workers were Pakistan (8.7%), Philippines (7.7%), United 
States of America (7.3%) and United Kingdom (6.7%). 
Similar picture arises from the direct reporting data 
through major exchange houses. 
 

Figure 4. Share of the major countrƛŜǎ ŦƻǊ ǿƻǊƪŜǊǎΩ 
remittances during 2016 Q1 to Q3 (percentage of total, 
exchange houses and banks) 

 
Source: CBUAE, Banking Supervision Department 

 
Between the second and the third quarter of 2016, the 
United Kingdom was the country with the largest increase 
in outflows compared to the second quarter, reflecting 
continued depreciation of the British pound relative to the 
dirham, pegged to the US dollar. 
 
¢ƘŜ ǘƻǘŀƭ ǊŜŎƻǊŘŜŘ ǿƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ ŦƻǊ ǘƘŜ ŦƛǊǎǘ ƴƛƴŜ 
months of 2016 represents 103% of the total for 2015 (at 
!95 утΦт ōƛƭƭƛƻƴύ ŀƴŘ флΦп҈ ƻŦ ǘƘŜ ƭŀǘŜǎǘ /.¦!9Ωǎ ǇǊƻƧŜŎǘƛƻƴ 
for 2016 (estimated at AED 100 billion).  

 
The share of private transfers to the total payments of all 
components of the current account shows an increasing 
trend over time. The Figure 5 depicts this pattern since 
2010 along with movement in the nominal effective 
exchange rate of the dirham relative to the currencies of 
major trading partners. Higher outflows, coupled with less 

oil receipts has squeezed  the surplus of the current account 
balance. 

 
Figure 5. Share of Private Transfers to the total 
payments of the Current Account (%) and the NEER 
(2010-2016) 

 
* Provisional data, ** Estimation 
Note: Annual average of NEER and average of first nine months for 
2016 
Source: CBUAE, Bank of International Settlements 
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Box 4: Exchange Rate Appreciation and Tourism Activity in the UAE 
 
The analysis below tracks the effect of the dirham appreciation on UAE tourism for the period January ς August 
2016 compared to January ς August 2015 based on data from Dubai and Abu Dhabi emirates which contribute 
the largest shares of the total aggregate. Figure 1 illustrates an increasing trend in attracting international 
visitors, the number of which has increased by 3.5% in the first eight months of 2016 compared to the same 
period in 2015. However, reduction is recorded in the average daily rate and the revenue per available room 
by 10.5% and 11.6% respectively (average prices of the two emirates) which resulted in an increase in occupied 
room nights by 4.1%. More specifically, the appreciation of the dirham in terms of the nominal effective 
exchange rate by 3.1% on a yearly basis correlates with the increasing trend of guest arrivals. However, the 
average hotel occupancy rate decreased by 2% for the first eight months of 2016, compared to 2015. 
 
Figure 1: Major combined indicators of Dubai and Abu Dhabi inbound tourism January-August 2016-15 (% 
difference) 

 
Source: Dubai Tourism Authority, Abu Dhabi Tourism Authority, Bank of International Settlements 

 
The effect of the bilateral exchange rate movements on tourism between January-August 2016, compared to 
January-August 2015 is depicted in figure 2 where the appreciation of AED is depicted with respect to the 
ŎǳǊǊŜƴŎƛŜǎ ƻŦ ƳŀƧƻǊ ŎƻǳƴǘǊƛŜǎ ŦƻǊ ǘƻǳǊƛǎǘǎΣ ŎƻƳōƛƴŜŘ ǿƛǘƘ ǘƘŜƛǊ ǘƻǳǊƛǎǘǎΩ ŀǊǊƛǾŀƭǎΦ CƻǊ ŀƭƭ ŎƻǳƴǘǊƛŜǎ ōŜƭƻǿ ǘƘŜǊŜ 
has been a surge in the number of tourists, despite the appreciation of the dirham, except for Germany in the 
Eurozone and Kuwait. Specifically, Pakistan, China and India recorded larger increase in tourist arrivals despite 
the appreciation of the dirham relative to their currencies. In contrast, Egypt and the UK recorded a relatively 
slower influx of tourists, reflecting larger appreciation of the dirham relative to their respective local currencies.  
 
Figure 2. Guest arrivals and exchange rate on selected countries January-August 2016-15 (% difference) 

 
Source: Dubai Tourism Authority, Abu Dhabi Tourism Authority, Bloomberg 
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Focusing on the developments in the emirates of Dubai and Abu Dhabi Figure 3 demonstrates that the 
appreciation of the dirham correlates with increasing trends of guest arrivals, both in Dubai and in Abu Dhabi. 
In parallel, there is evidence of decreased ŀǾŜǊŀƎŜ ƭŜƴƎǘƘ ƻŦ ǘƻǳǊƛǎǘǎΩ ǎǘŀȅ ŘŜǎǇƛǘŜ ǘƘŜ ƛƴŎǊŜŀǎŜ ƛƴ ǘƻǳǊƛǎǘ ŀǊǊƛǾŀƭǎΣ 
which adversely affect the evolution of receipts. The evidence suggests a possible strategy to retain tourists by 
providing more discounts to avert a slowdown in the growth rate of tourism.  
 
Specifically, for the Dubai emirate an increasing trend is recorded in attracting international visitors, the 
number of which increased by 2.1% in the first eight months of 2016 compared to the same period of 2015. 
However, reduction is evident in the average daily rate and the revenue per available room by 10.8% and 11.3% 
respectively, which resulted in an increase in occupied room nights by 5.1%. However, the average hotel 
occupancy rate decreased from 77% to 76%, for the first eight months of 2016, compared to 2015.7  
 
The effect of dirham appreciation on tourism in the Abu Dhabi emirate depicts a similar pattern, although with 
notable increase in guest arrivals (8.5%) in the first eight months of 2016 compared to the same period in 2015. 
However, the  lower average room rate (10.2% decrease)  resulted in a 7% decrease in total revenue for the 
first eight months of 2016 compared to the same period of 2015. 
 
Figure 3: Major indicators of Dubai and Abu Dhabi inbound tourism January-August 2016-15  
(% difference) 

 
Source: Dubai Tourism Authority, Abu Dhabi Tourism Authority8 

 
Most of the major countries that are the markets of inbound tourism to Dubai show increase in the arrivals of 
tourists, except from Germany, Iran and Kuwait. Nonetheless, the vast majority of tourists originate from GCC 

                                                           
7 The latest available information from the private company provider STR Global records information that covers the period until the 
end of the third quarter of 2016. For Dubai the evidence depicts stable occupancy rate (at 76%), increased supply of rooms (5.8%), 
sharp decrease at the average revenue per available room (-10.7% at 524 AED) and lower average daily rate (-10.7%) that confirms the 
trends recorded by the official Tourism Authorities until August. 

 
8 Data are for based on the official tourism authorities publications.  Dubai Tourism Authority publishes International Guests whereas 
Abu Dhabi Tourism Authority publishes Actual Guest Arrivals. Also for the variable Room Nights Dubai Tourism Authority publishes 
Occupied Room Nights whereas Abu Dhabi Tourism Authority publishes Room Nights that include the number of nights a guestroom is 
occupied regardless of the number of persons occupying the room.  

2.1

5.1

-2.7
-1.3

-10.8 -11.3

8.5

0.9

-4.9

-2.7

-10.2

-11.9
-12

-8

-4

0

4

8

12

International
Guests

Occupied room
nights

Guests length of
stay

Occupancy rate Average daily rate Revenue per
available room

Dubai Abu Dhabi



24 
 

countries and the MENA region (25% and 11% respectively) while Western Europe and America cover 21% and 
6% of inbound tourism. Finally, 16% of inbound tourism comes from the region of South Asia.  
 
Between the major markets of inbound tourism for the Abu Dhabi Emirate all countries recorded increase in 
guest arrivals apart from Germany (-10.1% ) and the US (-7.6%). The largest increase in guest arrivals is evident 
from Jordan (32.4%), Egypt (24%) and Pakistan (23%). 
 
Figure 4. Major markets of inbound tourism January-August 2016-15 (% difference) 

a. Dubai 

 
Source: Dubai Tourism Authority 
 

b. Abu Dhabi 

 
Source: Abu Dhabi Tourism Authority 
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2.4 Fiscal Stance 

After an important fiscal consolidation that started in 

2015, following the plunge of oil prices since mid-2014, 

the pace of spending cut has slowed down in the second 

quarter of 2016.  

The fiscal consolidation reached its peak during the first 

quarter of 2016 where total expenditures declined by 

43.3% on a year-on-year basis (see Table 2.4). During the 

same period, total revenues increased by 14.3% driven by 

social contributions and other revenues (see Tableôs 

footnotes for details). 

Fiscal consolidation continued during the second quarter 

of 2016 and followed a more growth-friendly pace, 

raising extra revenues rather than continuing with sharp 

spending cuts. In fact, the total revenues increased by 

21.9% on a year-on-year basis, driven by an important 

increase of ñother revenuesò. Starting from the first 

quarter of 2016, besides the usual sub-components 

(Property income, sales of goods and services, fines and 

penalties), the ñOther revenuesò section covers the 

transfers by some investment authorities in Abu Dhabi 

from the financing account to the revenues side of the 

budget. However, the rate of increase in social 

contributions decelerated from 37.5% in the first quarter 

to 3.4% during the second quarter of 2016. 

On the other hand, total expenditures increased by 8.3% 

in the second quarter against an important decline in the 

first quarter. This development is due mainly to 

significant increase of subsidies (including transfers to 

GREs) in the second quarter.  

 

 

 

 

 

 

 

 

Another driver of the rebound in total spending is the 

increase of other expenses which covers all Abu Dhabiôs 

transfers made on behalf of the Federal Government. 

Capital spending measured by the developments of ñNet 

acquisition of non-financial assetsò, continued its growth 

in the second quarter of 2016, although at a slower pace 

than in the first quarter. In contrast to the sharp decrease 

in capital spending in 2015, the sharp increase in in the 

first half of 2016 reflects a more growth-friendly pace of 

fiscal consolidation in 2016. 
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Table.2.4 Consolidated Government Finances 

 

 

 

 2014 

2015 Change (%, Y-o-Y) 2016 Change (%, Y-o-Y) 

Q1 Q2 Q3 Q4 2015 2015Q1 2015Q2 2015Q3 2015Q4 2015 Q1 Q2 2016Q1 2016Q2 

Revenues (a) 380.7 74.9 84.2 64.8 60.7 284.7 -17.0 -14.2 -31.5 -37.9 -25.2 85.7 102.7 14.3 21.9 

Taxes 279.9 54.9 50.6 41.9 28.1 175.4 -19.4 -25.4 -44.5 -59.0 -37.3 21.1 26.0 -61.5 -48.5 

Social contributions 5.3 1.1 1.1 1.0 1.3 4.5 14.0 -27.8 172.1 -46.5 -14.6 1.5 1.2 37.5 3.4 

Other revenues 95.5 19.0 32.5 21.8 31.4 104.7 -10.4 13.2 17.1 16.6 9.7 63.1 75.5 232.2 132.2 

Expenditure (b) 414.6 89.9 96.1 85.6 93.3 364.8 -13.6 -7.4 -13.5 -13.6 -12.0 51.0 104.0 -43.3 8.3 

Compensation of employees 47.5 14.4 15.8 14.5 14.4 59.1 36.4 38.0 27.3 2.1 24.4 15.5 15.8 7.6 0.1 

Use of goods and services  49.5 10.5 13.5 10.8 16.3 51.0 18.3 11.5 -22.0 10.4 3.0 10.4 14.8 -0.6 9.5 

Consumption of fixed capital  3.8 0.9 1.1 0.9 1.5 4.4 0.3 48.1 -14.8 37.7 16.7 1.1 1.5 32.1 38.2 

Interest 4.1 0.5 0.5 0.6 1.3 2.9 -52.4 -49.1 -38.3 13.8 -29.5 0.2 0.4 -49.0 -16.0 

Subsidies  12.1 3.1 3.1 3.1 3.1 12.3 22.1 -14.1 -10.3 19.9 1.7 4.3 6.4 41.4 108.5 

Grants 21.9 3.1 2.8 2.5 2.1 10.6 -67.9 -54.9 -55.1 507.3 -51.8 0.5 0.5 -85.4 -81.3 

Social benefits 61.4 12.9 15.2 13.5 11.6 53.2 2.2 9.5 -16.1 -38.4 -13.4 6.3 5.4 -51.6 -64.7 

Other expenses 174.4 39.9 35.4 33.4 37.0 145.7 -23.8 -13.6 -10.2 -15.7 -16.4 4.5 47.8 -88.7 34.8 

Net acquisition of  

non-financial assets 
39.9 4.7 8.7 6.4 5.9 25.6 -15 -36.7 -33.3 -47.2 -35.8 8.1 11.4 73.8 31.2 

 

 
Source: -   UAE Ministry of Finance, revenues do not include ADNOC transfers and government investment income.  

- Other Revenues covers: Property income (interest, dividends, rent), Sales of goods and services (including administrative fees), Fines and penalties and other revenues  

not elsewhere classified. Effective 2016Q1, the Emirate of Abu Dhabi has added some transfers of important investment authorities from financing accounts to revenues, 

included in the distributed profit computation. 

- Subsidies include social and price subsidies as well as transfers to GREs. 

- Other expenses include the payments of Abu Dhabi made on behalf of the Federal Government, specially the Armed Forces expenditures.   

Note: All values are expressed in Billions of Dirhams unless otherwise indicated. 
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Government Finance 

2.4. a General Government Revenues       2.4.b General Government Expenditures 

                    (Billions of Dirhams)              (Billions of Dirhams) 

 

 

 

2.4.c Fiscal Stance            2.4.d Development in Subsidies and transfers to GREs 

               (Billions of Dirhams)       (Billions of Dirhams)

 
Source: Ministry of Finance. 

Note: Other expenses cover all the payments of Abu Dhabi Government made on behalf of the federal government, including 

the Armed Forces expenditures. The total revenues do not include ADNOC transfers and government investment income.  

Total expenditures are also adjusted so that Abu Dhabi capital transfers are excluded.  
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Government Finance 

2.4. a General Government Revenues       2.4.b General Government Expenditures 

                    (Billions of Dirhams)              (Billions of Dirhams) 

 

 

 

2.4.c Fiscal Stance            2.4.d Development in Subsidies and transfers to GREs 

               (Billions of Dirhams)       (Billions of Dirhams) 

 

Source: Ministry of Finance. 

Note:  Total Other expenses cover Other expenses, Consumption of fixed capital, Interests and Social benefits. The total revenues 

do not include ADNOC transfers and government investment income.  Total expenditures are also adjusted so that Abu Dhabi 

capital transfers are excluded.  

 

 

0

20

40

60

80

100

120

1
3

Q
1

1
3

Q
2

1
3

Q
3

1
3

Q
4

1
4

Q
1

1
4

Q
2

1
4

Q
3

1
4

Q
4

1
5

Q
1

1
5

Q
2

1
5

Q
3

1
5

Q
4

1
6

Q
1

1
6

Q
2

Taxes Social Contributions Other Revenues

0

20

40

60

80

100

120

1
3

Q
1

1
3

Q
2

1
3

Q
3

1
3

Q
4

1
4

Q
1

1
4

Q
2

1
4

Q
3

1
4

Q
4

1
5

Q
1

1
5

Q
2

1
5

Q
3

1
5

Q
4

1
6

Q
1

1
6

Q
2

Total Other expenses Compensation of employees
Subsidies Non financial assets
Goods and services Grants

0

20

40

60

80

100

120

1
3

Q
1

1
3

Q
2

1
3

Q
3

1
3

Q
4

1
4

Q
1

1
4

Q
2

1
4

Q
3

1
4

Q
4

1
5

Q
1

1
5

Q
2

1
5

Q
3

1
5

Q
4

1
6

Q
1

1
6

Q
2

Revenues Expenditure

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

0

1

2

3

4

5

6

7

1
3

Q
1

1
3

Q
2

1
3

Q
3

1
3

Q
4

1
4

Q
1

1
4

Q
2

1
4

Q
3

1
4

Q
4

1
5

Q
1

1
5

Q
2

1
5

Q
3

1
5

Q
4

1
6

Q
1

1
6

Q
2

Subsidies Subsidies growth (%, yoy)



 
 

28 
 

2.5 Financial developments 

2.5.1 Share Price Volatility 

The recovery of the securities market continues for 

the third quarter of 2016. After a rebound of share 

prices and market capitalization in both Abu Dhabi 

and Dubai in the second quarter, the bullish trend 

continues, albeit at a slower pace, despite the minor 

decline of oil prices in the third quarter (0.3% Q-o-

Q). 

In Abu Dhabi, the average Share Price Index grew 

by 1.7% in the third quarter of 2016 against an 

increase of 3.9% in the previous quarter. Following 

the same momentum, the market capitalization rose 

by 5.8% in the third quarter after a similar increase 

(1.9%) in the previous quarter.   

The securities marketôs situation in Dubai is quite 

similar. The Share Price Index improved by 3.4% in 

the third quarter, lower than the increase of the 

second quarter (5.5%).  On the other hand, the 

market capitalization deepened further in the third 

quarter and increased on average by 1.4%. 

The improvement of Share Prices Indices was 

accompanied by a significant decline of price 

volatility9. In Abu Dhabi, the share price volatility 

dropped by 63% Q-o-Q in the third quarter. 

Moreover, the volatility of the Share Price Index has 

declined by 85% compared to the previous quarter. 

The continuous improvement of securities markets 

in the UAE is due to the positive sentiment regarding 

the resiliency of the non-oil sector which helped 

solidifying investorsô confidence and reduced 

uncertainty. 

 

 

 

 

 

 

 

                                                           
9 The volatility is measured by the standard deviation 

Table 2.5.1 UAE ï Securities Markets 

 

 
2015 2016 

Q3 Q4 Q1 Q2 Q3 

Abu Dhabi 

Change of Share 

Price Index (%) 
-0.5 -7.0 -0.5 3.9 1.7 

Change of Market 

Capitalization (%)  
2.2 -1.4 1.0 1.9 5.8 

Dubai 

Change of Share 

Price Index (%) 
-6.9 -13.5 -2.7 5.5 3.4 

Change of Market 

Capitalization (%)  
-1.6 -10.3 -3.4 6.4 1.4 

 
Source: Abu Dhabi Securities Exchange and Dubai Financial Market 

Note: Changes computation (Q-o-Q) is based on quarterly average of 

end-of-month values for the share price index and market capitalization. 

 

2.5.2 Credit Default Swaps Premiums 

The positive spillovers stemming from the recent 

developments of the non-oil sector has removed an 

important part of uncertainty and reduced the default 

likelihood of sovereigns and GREs. The spreads of 

Credit Default Swaps (CDS) has largely tightened 

during the third quarter of 2016. 

The CDS of Sovereigns fell by 15% and by 8% in 

Abu Dhabi and Dubai, respectively, in the third 

quarter of 2016 compared to the previous one.  

The CDS of DP World declined by 27% in the third 

quarter with an average quarterly level of 146.8 bp, 

the lowest reading since the third quarter of 2014. 

The CDS of Dubai Holding decreased by 7%, 

showing the lowest reading since the fourth quarter 

of 2015. 

Table 2.5.2 .UAE - Credit Default Swaps (CDS) 

 
 

2015 2016 

 
Q2 Q3 Q4 Q1 Q2 Q3 

Sovereigns      
 

Abu Dhabi 52.0 77.4 92.6 93.6 87.5 74.3 

Dubai 191.4 196.9 233.7 215.0 182.5 167.3 

GREs        

DP World  188.5 190.0 183.9 196.9 202.3 146.8 

Dubai 

Holding 
340.8 322.5 421.0 352.0 336.3 311.7 

Source: Bloomberg. 

Note: All data are the observed end-of-quarter values. Premiums are 

expressed in basis points. 
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Chapter 3. Monetary & Banking Developments 

________________________________________________ 
Government deposits declined in the 3rd quarter of 2016, but remain above the levels observed at the 

end of 2015. However, monetary aggregates increased mainly due to the increase in private sector and 

GREs deposits. Banks continued to increase credit at a rate that supports growth in the non-oil 

activities. The Financial Soundness Indicators (FSIs) continue to show that the UAE banking system is 

sound and enjoys financial stability. 

 _________________________________________________ 
 

3.1 Monetary Aggregates 

During 2016 Q3, the Money Supply Aggregate M1 

declined by 1.8%, while M2 and M3 grew by 1.7% 

and 0.3%, respectively, Q-o-Q.  

The reason for the decrease in M1 in 2016 Q3 is the 

decline in all of its components and most 

significantly in monetary deposits by AED 5.9bn (-

1.4%) and Currency in Circulation outside Banks by 

AED 2.6bn (-4%) compared to the end of June 2016. 

The growth in M2 is due to the growth in Quasi-

monetary deposits by AED 28.3bn (4%). 

Meanwhile, M3 grew to a lesser extent due to the 

decline in Government deposits by AED 16bn (-

8.7%), during this period. 

Figure 3.1. UAE Monetary aggregates ï year to 

2016 Q3  

a) 

 
Source: Central Bank of the UAE and Central Bank of the UAE analysis 

b) 

 
Source: Central Bank of the UAE and Central Bank of the UAE analysis 

 

 

 

3.2 Banking Activity 

The 23 locally-incorporated banks have further 

decreased the number of branches at 857 at the end of 

2016 Q3 compared to 862 at the end of June 2016, due 

to banks looking for higher efficiency. The 26 foreign 

banks also had the number of branches declining to 85 

at the end of 2016 Q3, compared to 86 at the end of the 

previous quarter. 

3.2.1 Banksô Deposits 

Total Customer Deposits at banks increased in 2016 

Q3 by AED 15.7bn due to the increase in Resident 

Deposits by AED 5.9bn and Non-resident Deposits by 

AED 9.8bn.  

Table 3.2.a.Deposits at UAE Banks  

 2015 2016 

 Sep Dec March June Sep 

Bank Deposits 1,436.8 1,471.6 1,502.6 1,493.0 1,508.7 

(Q-o-Q change %) -0.5 2.4 2.1 -0.6 1.1 

(Y-o-Y change %) 1.6 3.5 3.7 3.4 5.0 

Resident Deposits 1,278.3 1,300.2 1,325.1 1,315.9 1,321.8 

(Q-o-Q change %) -0.8 1.7 1.9 -0.7 0.4 

(Y-o-Y change %) -0.3 2.6 1.8 2.1 3.4 

Government Sector 164.3 157.4 155.5 185.9 169.5 

(Q-o-Q change %) 0.9 -4.2 -1.2 19.5 -8.8 

(Y-o-Y change %) -20.8 -16.6 -15.4 14.1 3.2 

GREs  173.3 190.8 193.3 161.5 172.2 

(Q-o-Q change %) -5.9 10.1 1.3 -16.5 6.0 

(Y-o-Y change %) -11.5 10.1 0.7 -12.3 -1.2 

Private Sector  911.2 923.8 948.1 945.3 956.6 

(Q-o-Q change %) 0.4 1.4 2.6 -0.3 1.2 

(Y-o-Y change %) 8.1 6.3 6.7 4.2 5.0 

NBFI 
29.5 28.1 28.2 23.2 24.6 

(Q-o-Q change %) 
-14.0 -4.7 0.4 -17.7 6.0 

(Y-o-Y change %) 
-17.1 -22.8 -24.2 -32.4 -16.6 

Non-Resident Deposits 158.5 171.5 177.5 177.1 186.9 

(Q-o-Q change %) 1.8 8.2 3.5 -0.2 5.5 

(Y-o-Y change %) 19.6 11.4 19.9 13.7 17.9 

Source: Central Bank of the UAE 

Note: All data indicate the end-of-quarter values. Values are expressed in 

billions of Dirhams. 

The hike in Resident Deposits is essentially due to the 

growth in GREs deposits by AED 9.7bn or 6% and the 


